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The Merchandise Division —Why It 
Exists, and Its Job 


JoHNnN MENCH 


OR convenience in management, de- 

partment stores are organized into 
four divisions: merchandising, publicity, 
control, and service. It is important to 
get the view-point that these are really 
divisions of the general management. 
The divisions have been organized sepa- 
rately only because management has 
found that the several activities can be 
more efficiently handled with separately 
trained organizations. 

The general manager of a retail store 

delegates his authority to the heads of 
| the several divisions, but he does not 
delegate his responsibility. Since the 
fur. ctioning of each division merely has 
to do with carrying out the plans of the 
general management, it is very neces- 
sary for the heads of the divisions to be 
in close contact with each other and 
fully informed of the whole plan of 
operaiion. In this way each division can 
be made to functica harmoniously with 
the other divisions and keep in step with 
the plans of management. 

Management has not delegated its 
responsibility, but has mere)y organized 
it into several divisions, each of which 
contributes by its performance to the 
whole responsibility of management. 


Responsibilities of Store Divisions 


The division of merchandise is charged 
with the responsibility of buying and 
selling merchandise at a profit. It is 
also responsible for having in stock the 
things that people want, in the kinds 
and styles they like, and at fair prices. 

The division of service is charged 
with the responsibility of general super- 
vision of a store. It is charged with the 
responsibility of organization, and with 
the responsibility of education. It is 
responsible for house-keeping, for the 


wrapping and delivery of merchandise, 
for the method by which transactions 
are carried on,.and for all customer con- 
tacts and other service functions. 

The division of control has the 
responsibility for furnishing prompt and 
accurate records, and, in most stores, 
for handling the finances, paying the 
store’s bills, and safeguarding its credit 
through competent handling of transac- 
tions with vendors. 

The division of publicity has the 
responsibility of reflecting to the public, 
through such means as it may find or de- 
vise, the whole store picture. It is the 
responsibility of the publicity division to 
keep the public informed as to the vari- 
ous activities of the institution which 
might be of interest to the customer. 


Nature of a Retailing Transaction 


The activity that we call retailing is 
primarily a transaction that takes place 
between a salesperson and a customer. 
In most of these transactions each of the 
several divisions plays an important réle. 
The customer, having read an advertise- 
ment supplied by .the division of pub- 
licity, is attracted to the store and has 
found the location of the merchandise. 

The service division has trained and 
instructed the salespeople concerning the 
approach to the customer and the man- 
ner of rendering service over the counter. 

The control division has determined 
the systems and methods through which 
the transaction shall be accurately re- 
corded. 

The division of merchandise, having 
bought the goods, is responsible for the 
character of what is offered, the price 
that is asked, and the knowledge the 
salesperson possesses concerning the par- 
ticular article shown. No one of the 





" 
\ 
4 


(aN, eA 


ee 
Hh 
i i 
ef 
H 
ae 
Hi] 
4, 
i 
hi 
hy 
% 
ie 






divisions can escape the responsibility for 
what happens at that point of contact 
where—over a counter or across a show- 
case—a customer’s opinion of the store is 
being formed. 


The Selling Line Most Important 


If the salesperson is well informed 
and shows and explains the merchandise 
to the customer in an intelligent man- 
ner and the merchandise suits the needs 
of the customer, then everyone respon- 
sible will have discharged his or her re- 
sponsibility up to that point. There only 
remains the recording of the sale, accu- 
rately, and the delivery of the merchan- 
dise, satisfactorily and promptly, to com- 
plete the transaction. 

On the other hand, if the merchandise 
shown is unworthy, or the salesperson 
poorly informed as to the merchandise 
itself and so poorly informed in general 
as to give the impression of unintelligent 
service, then those responsible—and the 
responsibility is one of management— 
have been indifferent to, or negligent, 
or ignorant of their duty. 

Ownership has a right to expect from 

the management that the salespeople who 
represent ownership across the counter 
in the store’s contact with the customer 
shall be well informed concerning the 
merchandise, as well as well informed 
concerning the store’s systems and serv- 
ices. 
No division of the management has 
any moral or business right to assume 
that its responsibilities to ownership or 
to the customer ever cease. Each divi- 
sion is a part of the management. 


Relation of Merchandise Division to 
Other Divisions 


The merchandise division owes to the 
division of control full co-operation. 
The regulations laid down, which make 
possible accurate statistics for guidance, 
should be rigidly adhered to. These 
regulations have to do with the handling 
of orders, contracts, cancellations, out- 
standing orders, returned goods, etc. 

Since merchandising is controlled very 
largely through statistics, it is very neces- 
sary for the division of control to have 





full co-operation from the division of 
merchandise, so that the statistics may | 
be accurate. 

The division of publicity has a right 
to expect full information concerning 
merchandise that is to be advertised. It 
is only through having all the important — 
facts concerning merchandise, including 
service and style features, that the pub- 
licity division can carry out its obliga- 
tions to the store and to the other divi- 
sions. 

The service division has a right to ex- 
pect that the merchandise division will 
support its policies whatever they may 
be. The merchandise division has an 
opportunity to give valuable assistance 
in supporting policies in connection with 
adjustments, educational work, employ- 
ment, etc., and, through giving hearty 
support to the service division, to effect 
a constantly improving morale. 

The merchandise division has a great 
responsibility to the service division in 
the matter of carrying complete stocks. 
The standard of measurement by which 
the management largely judges .its divi- 
sion of service is the expense account. No 
small part of this expense account is 
made up of the expense of selling and 
of delivery. The cost of selling is influ- 
enced by the character of merchandise 
service. The merchandise division is at 
fault when stocks are so poorly assorted 
that salespeople spend part of their time 
explaining why merchandise is not in 
stock, or trying to sell substitutes when 
stocks are poorly balanced, as to styles 
or assortments. The resultant sales re- 
sistance is bound to be reflected in selling 
costs. Delivery expenses are often high 
when stocks are poorly balanced, because 
of the spread between gross sales and 
net sales, due to returiis. 

The merchandise division is respon- 
sible to the management for the invest- 
ment in merchandise, for the use and 
care of fixtures, and for the executive 
merchandising personnel. 


Primary Function of Merchandise 
Division 

The primary function of the mer- 

chandise division is to buy and sell 
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The many duties in connection 
with buying and selling in time consti- 
tute a cycle wherein plans are made, 
buying is done according to plan, mer- 
chandise is received, then advertised, 
then sold, and with the money obtained 
from the sale the same routine is fol- 
lowed over and over again. 


Subsidiary Functions 


Not the least important of the various 
subsidiary functions of this division is 
the observation of customers in the de- 
partments—at the counters—to discover 
their attitude toward what is being 
offered so that the next time plans are 
made for buying the customer is given 
due consideration. 

The merchandise division studies 
markets and market conditions, and 
should know the primary sources of sup- 
ply of the merchandise handled. 

The two functions of the merchandise 
division which require the most time and 
effort are the planning of purchases 
(what to buy) and the planning of sales 
(how to sell). 

Retail business has been developed to 
so complicated a stage, with all its regu- 
lations, systems, methods, and policies, 
that it is very easy for those engaged in 
merchandising to forget from time to 
time the primary principles of the job. 


Real Business of Retailing 


As before stated, the real business of 
retailing is the buying and selling of 
goods, and this, in the last analysis, re- 
solves itself into a situation where a 
salesperson and a customer, on opposite 
sides of a counter, are talking to each 
other about the merits of an individual 
piece of merchandise, its value and its 
suitability for a given purpose. 

The owners have constructed the 
building in which this transaction is 
taking place—they have provided the 
capital for equipment and merchandise. 
They have an organization of people 
whose duty it is to buy and sell goods, 
and the aggregate volume of business 
done in the particular store can be but 
the total of hundreds of thousands of in- 


dividual transactions between the sales- 
person and the customer. 


The Seller-Buyer Point of Contact 


It would seem that, since the degree 
of success of a business is to be deter- 
mined by the nature of individual selling 
transactions, a great deal of thought and 
study should be placed upon what actu- 
ally takes place at the point of contact 
between seller and buyer. 

The necessity for promoting intelli- 
gent people from the selling ranks to 
executive ranks keeps the average sales 
force below the standard of intelligence 
that would be required to do a good job 
of selling. 

This is because stores train too few 
people. Enough people should be 
trained to provide for promotion and, in 
addition, to keep the selling ranks filled 
with those who have had intensive train- 
ing in salesmanship and knowledge of 
merchandise. 

There is little doubt that this point of 
contact between the customer and the 
salesperson receives too little considera- 
tion. It is there that the customer forms 
her opinion and that the customer’s 
opinion may be obtained for the en- 
lightenment of merchandise executives. 

The merchandise division can do 
much in co-operating with the service 
division to put retailing on a higher 
plane, to the end that more intelligence 
shall prevail at this principal point of 
contact. 


Merchandising and Training of 
Salespeople 


The merchandising division should 
not leave this matter of training entirely 
to the training section. The buyers, 
while working in the markets, obtain 
valuable information concerning the 
merchandise bought for sale. Merchan- 
dise managers and buyers can improve 
the character of salesmanship in the 
store by passing this information along 
to the people who are actually going to 
sell the goods. 

Most people who study retail organi- 
zation seem to have the idea that the 
most important job of a merchandise di- 









vision is in the statistical control of buy- 
ing. ‘This is an erroneous conception. 
The right planning of selling is a great 
deal more important than the statistical 
control of buying. 





The training of the people in the sell- 
ing departments who will have the actual 
contact with the customer is by far the 
most important responsibility of the 
merchandise division. 


Budget Control in Retail Advertising 


WituraM J. Brown 


T HAS been estimated that approxi- 
mately four hundred million dollars 
are spent yearly in newspapers for retail 
advertising in this country. Probably 
two hundred millions more pass through 
retail advertising departments for out- 
door, magazine, direct mail, windows, 
and other mediums—making a total of 
some six hundred millions altogether. 


It is natural that such a tremendous 
sum should be controlled—that it be 
placed as scientifically as possible where 
it will bring the best returns. This 
means careful supervision, and I pro- 
pose to outline the methods that we 
have found successful in our store for 
controlling our advertising expenditure. 


From a store’s individual experience 
a set percentage can be made for total 
advertising expense. From _investiga- 
tions this varies from 2 to 5 or 6 per 
cent, although around 3.5 per cent is 
generally accepted as a fair appropria- 
tion. We apply our set percentage to 
last year’s volume of business because 
we have found from past experience that 
such figures offer a substantial founda- 
tion. 


If, then, a certain store’s volume of 
business is 20 millions, 3.5 per cent of 
this would allow a total of $700,000 for 
advertising expense. 


Total store volume ............. $20,000,000 
Advertising percentage ......... 3.570 


Total expense allowable for ad- 
EEE kis eon bh dgaonscees oes $700,000 


This expenditure may be broken down 
as follows into a twelve-month period, 


considering seasonal demands, months 
of sales resistance, Christmas business, 
etc. : 


Adv. Amount for 





Month Volume Jo Advertising 
January $ 1,585,165 3.6  $ 57,065 
February 1,365,118 3.7 §0,509 
March 1,920,887 3.7 71,072 
April 1,774,325 3-4 60,327 
May 1,600,681 = 3.4 54423 
June 1,264,469 3.4 42,991 
July 1,014,685 3.7 375543 
August 1,124,795 3.6 40,492 
September 1,423,823 3.5 49,833 
October 2,305,152 3.5 80,680 
November 2,024,241 3.5 70,848 
December 2,596,659 3.2 83,093 
Total $20,000,000 3. $698,876 


Now a six-month forecast is made, 
subdividing each month according to the 
necessary expenditures as follows: 


Advertising Expenses for 
JANUARY, 1926 


MND <5. cid en tuecab eee e tc evans $1,585,16 
Advertising percentage .......... oo 
Amount for advertising .......... $57,065 
NE ol akc ceene vee tues $38,579 
Art work and engravings .......... 1,647 
Magazines and programs .......... 2,469 
Circulars, booklets (direct by mail 

and all printing matter) ......... 3,120 
Car cards, outdoor, etc. ............ 2,289 
Window display (fixtures, figures and 

QCCESSOTIES) oo ccrccccccccccccecs 466 
Asa .s eeckis ed biweuaeweennas 1,100 
Miscellaneous ...........eeeeeeeees 700 


Addressograph and business promo- 
tion (fixing machines, soliciting 





credit business) ..............5. 995 

Salaries (excluding advertising and 
display managers) .............+. 5,700 
$57,065 
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3,579 
1,647 
2,469 


3,120 
2,289 


466 
|, 100 


995 
1700 


1,065 


Certain of these expenditures will re- 
main fixed during the year where con- 
tracts have been made for bill-boards, 
magazines, theatre programs, and car 
cards. Others, such as printing, should 
be planned well in advance to co-ordi- 
nate with sales and seasonal store activi- 
ties. I feel the control of the rest of 
these divisions is obvious, excepting 
newspapers. 

Newspapers are the greatest expense, 
and naturally here is where budgeting 
is most essential. 

From the above monthly expense we 
have $38,579 to spend in newspapers for 
January, 1926. How much should 
each department be allowed? 


We decide, from the experience of the 
past five years, on what advertising per- 
centage each department should operate. 
Main floor departments, on account of 
their accessibility to all customers, 
should in most cases be low. Ready-to- 
wear, if the competition is keen—as it is 
in New York—should have a generous 
allowance. We review these percentages 
every six months and make revisions as 
experience dictates. Next, each depart- 
ment’s volume is multiplied by its adver- 
tising percentage, which results is the 
departmental budget. Examples may be 
given for three departments, as follows: 


JANUARY, 1926 
For 
News- 
January Adv. Total paper 
Department Volume % Adv. Adv. 


Dress trimmings $16,393 1.5 $245 $159 
Women’s coats 77,613 5.0 3,880 2,522 
Silks 15:725 2.0 2,314 1,504 


Reference to the dissection of the 
monthly store budget given above will 
show that newspaper expense is approxi- 
mately 65 per cent of the total advertis- 
ing. Therefore, each department is 
allowed 65 per cent for its newspapers. 
This is a fair basis of computing, and 
will be found to work out very advan- 
tageously. 


The buyers of each department on the 
10th of each month are furnished with 
their newspaper appropriation for the 
following month, on their departmental 
promotion plan. They are asked to 
forecast the use of this amount to best 
advantage. This procedure brings each 
department in harmony with the adver- 
tising budget in the matter of individual 
expense. 


After the promotion plans are re- 
turned from the buyers, necessary 
changes are made and a master plan is 
then drawn up which is the store’s 


schedule for the month. (Chart A) 


Advertising Schedule 


for Entire Store for danvary, > 


1926 
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We have now determined the store 
schedule and the amount in dollars to be 


used in newspapers. 
Looking over the schedule we plot 


out our newspaper space according to the 


‘importance of each day’s advertising, 


leading to the result that the planned 
space will equal our expense forecast. 
(Chart B) 

“As each day passes, the space actually 
used is noted on the chart under the 
space planned, and the amount in money 
is also recorded. ‘This chart is most 
essential in our office. It is an immedi- 
ate check in keeping a firm hold on the 
budget. We know just where we are 
the end of each day. 

We have carried the total yearly ex- 
pense down to each individual subdivi- 
sion. We know just where the expense 
is going before we actually spend the 
money. 

So much system might seem to hamper 
flexibility or the taking advantage of a 
good “buy.” ‘This has not worked out 
in our case. We can truthfully say that 
our advertising department has never re- 
fused space to a worth-while advertise- 
ment. What this budgeting has done is 





vertisers a definite expenditure and has 


encouraged them to use it. On the 
other hand, it has required such buyers 
as are prone to over-advertise, to plan 
more carefully, to think more _thor- 
oughly, and to weigh newspaper space 
with more regard to its cost. 

In using an advertising budget, an ad- 
vertising manager should be guided and 
not dominated by it. He should have 
the feel of the store at his finger-tips. 
He should know business conditions, 
should know where there is sales resis- 
tance, and should know the personality 
of the buyers so as to encourage poor 
promoters and rein in prolific adver- 
tisers. He should know when to get 
behind a good promotion, regardless of 
the individual allotment, and when to 
curtail a buyer even though that buyer 
has money to spend. 

There are months when, on account 
of conditions, we deliberately go thou- 
sands of dollars over our budget, where- 
as in other months we may go thou- 
sands under. In either case, we have a 
direct control over such fluctuations 
and reasons for allowing them. 

We believe the day has passed for 


to give buyers who are not natural ad- 


Newspaper Space 
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JAMVUARY, (926. 


individual departments un- 




































































suyoay | monoAy | TUESOAY | WEOMESOAY | THURSDAY | FRIDAY SATURDAY 
3 A S a ™ a 9 
8Fulcolumns | 6 Full Columns! ‘7 Full Col 
Times — og 
ever cant am at Planned Space 
Bklyn 
"Same 5 Full Columns] 8 Full Columns 
Eve World World. 
(S-) ——e | ee +4 Actual Space | 
4 Tribun. } { 
$3537.68 1654°° i225 
. <4 Estimate $ ] 
$3537.68 Si9L"* 6416" T T I 
353768 75° 1696" | | | 
<j Actual $ 4 
353768 4A4l2" e106 T T T 
Cuart B 














nd has 
in the 
buyers 
0 plan 

thor- 


space 


an ad- 
d and 
| have 
T-tips, 
itions, 
resis- 
nality 
poor 
idver- 
o get 
ess of 
en to 
buyer 


count 
thou- 
+here- 
thou- 
ave a 
tions 


| for 
un- 











limited advertising because of the forci- 
ble personality of a buyer, or because cer- 
tain buyers are quicker in promoting 
than others. We believe that each de- 
partment should be allowed its just quota 
and then be encouraged to use it. 


This makes for a more unified effort 
in the store’s advertising. It makes 
buyers quicker to advertise new things 
and more careful to advertise real sales 
values. 


The Comparison Department 


LucILLE CARROLL 


LITTLE over twenty-five years 

ago, when department stores were 
in a. period of rapid expansion, competi- 
tion forced the modern merchant to 
realize that he must keep in closer con- 
tact with what his neighbor was doing, 
if he intended to hold his own in busi- 
ness. Buyers could not give the time to 
keep in touch with their competitors, 
and, furthermore, their opinions and 
observations were generally biased. To 
be true, information might be obtained 
from the customer, but this was often 
inadequate and seldom would it go be- 
yond the salesperson. Consequently, 
there grew up, unostentatiously within 
the store, a small department whose 
duties became many in number. It 
soon came to be known as the comparison 
department. Within a few years such a 
department was established in practically 
every large store in the country. For 
many years, it remained the “Secret 
Service” of the department store, but 
now the majority of comparison depart- 
ments are openly operated. 

The aim of the comparison depart- 
ment is to give service by comparing the 
store with its competitors. In doing this, 
it must maintain the outside or cus- 
tomer’s point of view. Herein lies its 
great importance, for it is as-hard for a 
department store as for an individual to 
see itself as others see it. If bad prac- 


tices are to be discovered and corrected, 
unprejudiced observations and investiga- 
tions will bring the best results. 

The comparison department functions 
for the following reasons: 


1. To offer to buyers, merchandise 
managers, and heads of service depart- 
ments, facilities for comparing the mer- 
chandise, price, and service of their store 
with those of competing stores—as well 
as for comparing them with the stand- 
ards of their own organization. 

2. To make special investigations of 
the selling departments of the store. 

3. To keep its finger on the pulse of 
business through constant surveys of all 
stores. Shoppers are often sent to cum- 
peting stores for the express purpose of 
counting customers in a certain section 
at a stated time. This is known as a 
“business count.” 

4. To aid the buyers in securing new 
style features and the service depart- 
ments in securing new service features. 

Merchandise shopping may be initi- 
ated by the comparison office itself or by 
the following agencies: the buyer or 
merchandise manager—especially in the 
case of special sales; the customer who 
states that another store is selling the 
same article for less; and the want slip. 
The merchandise indicated on the want 
slips will be shopped in order to deter- 
mine the demand for it. Shoppers’ lists 
are made out from these three sources. 
After visiting the various stores and 
buying samples or articles where neces- 
sary, the shopper returns and makes out 
a complete report. This is sent to the 
buyer or merchandise manager. If mer- 
chandise has been purchased, it will be 
sent to the buyer and he will be obliged 
to send an identical article or the near- 
est match to the comparison office. If 














alert to details, and observant. 


a mark-down is necessary, the buyer will 
be notified and he will be expected to 
lower his price accordingly. © 


The personnel of a comparison de- 
partment varies in different stores. In 
large stores it may include a director, 
his assistant, and a force of clerical 
workers and shoppers. In the smaller 
ones, the work may be carried on suc- 
cessfully by one person alone or by a di- 
rector and his assistant. 


The shoppers may be divided into two 
classes—regular and critics. The former 
are told specifically what they are to do 
and their work is more or less routine. 
The critics are higher paid women, usu- 
ally skilled along certain lines. They 
are allowed to use their initiative and 
judgment in carrying out their work. 


All shoppers must be keen, mentally 
They 
must have good memories and also poise 
and dignity to meet the situations that 
arise. In many stores, shoppers report 
on service as well as on merchandise. A 
store may have very desirable merchan- 


dise, but unless it gives service as well, 
the customers will not be satisfied and: 


will probably buy elsewhere. 


In order to ascertain the common 
practices in the operation of the com- 
parison department, a questionnaire was 
sent out to about ninety of the largest 
stores in the country. From the twenty- 
seven answers received, the following in- 
formation was compiled: 


Merchandise and Service Shopping 


Of the 27 answering, 19 include serv- 
ice shopping under the duties of the com- 
parison department and 8 do not. Of 
the 19 that include it, 12 have the same 
shoppers for both merchandise and serv- 
ice. The majority of the 12 state that 
either one or the other is shopped for at 
a time—not both at once. Practically 
all of the stores supplemented their 
statements by saying that service shop- 
ping is incidental and that they feel that 
it should be a part of the educational 
department’s work. 
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The salaries of shoppers range from 
$18 to $35 per week, the average being 
about $23. In 8 cases shoppers are paid 
by the day, receiving from $3 to $7.50. 
In 2 cases, they are paid by the hour— 
50 cents. As merchandise shoppers be- 
come more experienced, they become 
more valuable. Service shoppers as a 
rule receive about $1 per day less than 
the average merchandise shopper. The 
period of employment of the latter is 
usually rather short because as soon as 
they become known throughout their 
own store their services are of little 
value. 


Position on the Organization Chart 


In 26 stores, the comparison depart- 
ment is placed as follows: 


No. of 
Stores Division 
16 under Merchandise 
3 Publicity 
3 ee Administration 
I mn Administration and publicity 
I i Administration, publicity and 
merchandise 
1 ss General manager 
I 3 President 


The main reasons for having it re- 
sponsible to the merchandise division 
are: 

1. Three-quarters of the work has to 
do with assisting the merchandise man- 
ager in carrying out his work. 

2. It is a merchandising function. 

3. Information collected is most 
vital to the merchandise manager and 
the buyer. 

Those placing it under publicity give 
these reasons: 

1. It belongs to the sales promotion 
or business building department. 

2. It can better keep in touch with 
merchandise values through advertising. 
The publicity department is best in- 
formed about the truth of advertising. 

Because the keynote of the depart- 
ment’s activity is supposed to be service, 
one store believes that it should be 
placed under the service or administra- 
tive division. Where it is placed under 
two or three divisions, the answers state 
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that the work of the department touches 
upon all of these branches of store work 
and that each should be given a certain 
amount of authority. 

In spite of the fact that one store 
places the comparison department under 
administration, the answer also states 
that it should really be under the execu- 
tive council so that the major executives 
can keep a closer check on the depart- 
ment heads. One Eastern store answers: 
“The comparison department should be 
placed where it has the most authority. 
If it has the backing of the executives, 
it will operate efficiently. Otherwise, it 
becomes unwanted and unused. It 
should therefore operate sufficiently 
close to a high official to give its people 
prestige and authority in the store.” 

Three specific reasons are given by a 
New York store for placing it under 
the president: 

1. Its work affects all divisions. 


2. This position gives the department 
maximum independence in expressing its 
opinions and stating its information even 
when reports may reflect on executives. 


3. It is important for the president 
to have direct reports and to keep in 
touch with any mistakes that are made. 

While the majority of stores stiil ad- 
here to one division, mainly merchan- 
dise, there is a strong tendency to place 
the comparison department directly 
under the executive council or one major 
executive. Each store will have to de- 
cide for itself just where the department 
should be placed, as the store’s internal 
conditions materially affect the position. 


Size of the Comparison Department 


The answers indicate that the number 
of employes in the comparison depart- 
ment ranges from 1 to 22. Using the 
total number of employees in the store 
and the number in the comparison de- 
partment, the following relationship on 
a percentage basis was found to exist: 


No. of Total No. of % in 
Stores Employees Comp. Deft. 
6 500-999 -406 
9 1000-1499 24 
4 1500-1999 45 
3 2000-up 43 


It 


The second percentage figure varies 
widely from the other three. This 
might be attributed to a number of fac- 
tors. ‘The most plausible explanation 
seems to be that stores with a total num- 
ber of employes up to 1500 may have 
practically the same size comparison de- 
partment. Beyond that number, there 
is the need for a larger department to 
secure efficient operation. 


Transferring Merchandise to Selling 
Departments 


Three definite methods of transfer- 
ring merchandise purchased by shoppers 
in other stores to the selling depart- 
ments are brought out: Four stores send 
these goods through the receiving room 
as ordinary purchases; one sends the 
merchandise to the buyer and then to the 
marking room for reticketing; fourteen 
use the cash voucher system. With this 
last system a voucher is made out in the 
comparison department and then taken 
to the selling department, where it is 
signed by the buyer or his assistant. The 
head of the comparison office must also 
sign it. The voucher is then taken to 
the cashier, who issues the money to the 
comparison office and charges the amount 
to the selling department. The amount 
charged to the selling department is the 
exact sum paid by the shopper for the 
merchandise. If mark-downs are to be 
taken, the buyer must stand the loss. 

One store has an interesting system. 
A representative from the receiving de- 
partment spends certain hours each day 
in the comparison office. As the mer- 
chandise comes in, each piece is entered 
in the receiving department’s book and 
is tagged with a number corresponding 
to the number given it in the receiving 
book. ‘The date, the store where it was 
purchased, and the purchase price are 
tabulated. A form is made out in dupli- 
cate and taken to the selling depart- 
ment with the article. After the original 
has been signed by the buyer or his 
assistant, the comparison department 
sends this copy to the auditing office. 
The duplicate is retained in the compari- 
son office until the buyer returns the 
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article along with an exact match or the 
nearest thing he has. The comparison 
office signs this duplicate and it is given 
to the selling department to be for- 
warded to the auditing office. After the 
merchandise has been compared, it is 
placed in a bin and later sent to the re- 
ceiving room. The proper way to handle 
merchandise purchased in other stores 
is through the receiving room, but the 
voucher system takes less time and effort, 
and therefore has been more prevalent. 


Shopping Department Ethics 


The comparison department has 
ceased to be the extremely secret organi- 
zation of past years, and has come to 
fulfill a definite function in retailing. 
As it buys considerable merchandise from 
its own competitors, it therefore feels 
that it has the right to expect the atten- 
tion and service given to the average cus- 
tomer. The store feels that its shoppers 
are actual customers of the competing 
stores and that they have a right to ask 
questions in order to secure information. 
The average customer asks various and 
sundry questions and often leaves with- 
out buying. Why has not the shopper 
the same privilege? The shoppers are 
usually allowed to buy if they feel they 
will be doing the salespersons a great in- 
justice by not purchasing. 

When shopping in a department that 
is run ea a strictly commission basis, 
shoppers from a certain store will never 
take the salesperson’s time if the depart- 
ment is busy. Merchandise purchased 
in competing stores, moreover, is never 
returned unless it is defective. 


Eighteen stores answer definitely that 
their shoppers do not make false state- 
ments in order to get necessary informa- 
tion from competing stores. Seven 
answer “Sometimes,” “Yes and no,” “It 
all depends,” etc. These stores usually 
add that it is against the policy of the 
store to make false statements. It is 
generally agreed that if shoppers are well 
trained and efficient such statements will 
not be necessary. 
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Requests Handled Per Month 


These requests vary from a minimum 
of 20 in a store with a selling depart- 
ment of nine people. Two Eastern stores 
have requests averaging monthly about 
50 per person in the department. Judg- 
ing from the success of the comparison 
departments in these two stores, this 
would seem to be a good average. The 
following requests are numbered in order 
of frequency as shown by the answers 
to the questionnaire: 

1. Desire to have merchandise shopped 
before advertising it. 

2. Desire for criticism of own stock 
in comparison with that of others. 

3. Desire to have goods shopped be- 
fore marking. 

4. Desire to determine from competi- 
tors the demz-d, desirability, and price 
of merchandise which a buyer intends to 
put into stock. 

5. Desire to have a new style brought 
in. 
6. Desire for criticism of salespeople 
and service. 

If a comparison department is to func- 
tion efficiently, it should be recognized by 
the buyers. In order to get the desired 
co-operation, eleven stores have weekly 
meetings to show the buyers the im- 
portance and advantage of using the 
comparison department; four use a sys- 
tem of personal follow-up; two use 
force; one uses conferences; two stores 
say there is absolutely no need to prevail 
upon the buyers to make use of this de- 
partment. ‘The comparison department 
tries to be fair in dealing with buyers. 
If a shopper makes a wrong report, a 
corrected one is sent through as soon as 
the mistake is discovered. Merchandise 
shoppers are known within the store and 
therefore receive authentic information. 
The buyers are always consulted first, 
and only in extreme cases of disagree- 
ment are the problems carried higher up. 
Buyers are kept informed of the opera- 
tions of the comparison department at 
all times and for this reason have no 
excuse to become suspicious. "Whenever 
a buyer asks for a special request, he 











nth 


nimum 
depart- 
| stores 
about 
Judg- 
,arison 
s, this 
The 

1 order 
nswers 


10pped 
stock 
ed be- 


mpeti- 
price 
nds to 


ought 


eople 


func- 
ed by 
esired 
reekly 
> im- 
x the 
a Sys- 
) use 
stores 
revail 
is de- 
‘ment 
1yers. 
rt, a 
on as 
ndise 
> and 
ition. 
first, 
gree- 
r up. + 
pera- 
it at 
e no 
lever 


, he 





receives immediate attention—proving 
to him that the comparison department 
is a real service. 


Seasons of Greatest Activity 


Eight stores increase the force of the 
comparison department in the spring and 
fall because of an increase in general 
sales volume. Seven stores do not in- 
crease their forces at any time, but they 
keep them steady at all seasons. One 
store has its work planned months ahead 
and intends to shop staple merchandise 
in its own establishment to see that a 
sufficient stock is being carried to meet 
the contemplated demand for the cur- 
rent month. The plans are drawn up 
from the advertisements of previous 
years. In this way, shoppers are car- 
ried over the idle periods. 


Cost of the Comparison Department 


The answers are given in percentages 
based on the sales for the last fiscal year. 
These vary from .o1 per cent in a store 
of 50 to .12 per cent in a store of 1800. 
The following are the averages: 


No. of employees Cost 
500-100 .08 Yo 
1000-1500 06% 
1500-2000 .08 % 
2000-up 08% 


The stores having a total personnel of 
from 1000 to 1500 have the smallest 
cost percentage. It is impossible to say 
why this is true, because so many in- 
ternal and local conditions enter into the 
situation. It may tend to show that 
stores up to 1500 may be run on prac- 
tically the same basis, but that in larger 
stores the department must be enlarged 
to function efficiently. The Eastern 
stores showed the highest cost percent- 
age. Their organizations in many cases 
are more complete, because of competi- 
tion. The stores agree unanimously that 
the results justify the expense. One 
store of 1450 says that it feels it is a very 
small expense compared to the value of 
knowing how it stands in comparison 
with other stores. Another answers 
that the results justify even greater ex- 
pense and that its department is being 
enlarged. The enthusiasm with which 
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the stores answer shows that the com- 
parison department has come into its 
own and that its true value is being 
recognized. 


Instituting a Comparison Depart- 
ment 


Eleven stores answer that all stores, 
no matter how large or how small, 
should have some form of comparison 
shopping. They feel that an organized 
means of shopping is much more satis- 
factory and successful. If a department 
store intends to survive, it must keep a 
keen eye upon its competitors. If the 
store is too small to afford the expense, 
at least a competent salesperson should 
be used. While the institution of a 
comparison department may depend 
somewhat on the expense involved, the 
size of the store is an important feature. 
The important factor is the amount of 
competition in the community. 


In summary, it may be said that the 
largest department stores in the country 
realize the real worth of the comparison 
department and consider it an absolute 
necessity in carrying out the work of 
distribution. If stores are going to offer 
merchandise of good quality and work- 
manship to the public at similar prices 
or better prices than competing stores, 
if they are going to offer better service, 
there must be a medium through which 
the buyers may receive the necessary in- 
formation from their competitors. The 
comparison department is equipped to 
carry out this work; it is unprejudiced 
and unbiased in its attitude and it has 
a personnel of trained people whose 
purpose is to observe, secure information, 
and make intelligent reports and recom- 
mendations. In order to make its work 
entirely successful, the co-operation of 
all selling departments and the support 
of the executives are essential. Today, 
the old suspicion and dread which were 
attached to comparison departments are 
gradually disappearing and the potential 
possibilities of this phase of department 
store work are rapidly being appreciated 
by the progressive merchants throughout 
the country. 
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EDITORIAL 


I part medicine and the other professions have scientific journals in their respective 
fields. The object of the JouRNAL oF RETAILING is to provide such a journal 
for retailing, the oldest of the arts and the newest of the sciences. 

The first issue brought favorable comment from store executives in practically 
every section of the country. The JourNAL is published at a minimum cost. Those 
who contribute, as well as the board of editors, perform their services for the cause 
of retailing. If merchants and store executives think our efforts will assist in rais- 
ing the plane of retailing and in reducing it to a scientific basis, we will appreciate 
their approval through subscriptions. Many merchants have sent from five to ten 
subscriptions. Should not more of our merchants follow their example and lend 


their aid to the cause? 


Sincere appreciation is expressed to the members of the Advisory Council of 
the School of Retailing, who through their generosity made the JouRNAL OF RETAIL- 
N. 


ING a possibility. 
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DEPARTMENTS 


Accounting and Control 


A Modern Accounts Payable System 


TuHeEopore L. BLANKE 


ISTRIBUTION costs are still too 

high. The burden of overhead ex- 

penses in retail stores, among other costs, 
must be reduced. 

The department store, unlike other 
lines of business, is required to carry a 
myriad of service items under the heading 
of expense. These services increase costs 
but do not increase income. Depart- 
ment stores cater to a large element of 
feminine patronage, and to do so must 
have appealing interior and window dis- 
plays, maintain desirable service depart- 
ments, rest-rooms, information bureaus, 
shopping assistance, a delivery system, 
and other attractions and accommoda- 
tions. Competition prohibits, and other 
conditions make it impracticable to elimi- 
nate any of these service items. 

It should be the controller’s duty to 
aid continually in the improvement of all 
services to customers, but his primary 
function is to determine the methods by 
which these services will be rendered efh- 
ciently and economically. The controller 
must ever be on the alert to find better 
and cheaper means of doing the work. 
He should therefore investigate modern 
methods and systems; he should know 
not only how to do a certain task, but the 
way in which it can best be done. 


Tendency Toward Machine 
Accounting 


In recent years there has been a decided 
tendency toward the use of machine ac- 
counting and bookkeeping methods, and 
among the latest developments has been 
the application of such machines tw the 
handling of accounts payable. 

The purchase of Sookkeeping machines 
is usually determined on the ability of the 
machine to furnish full detailed informa- 
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tion of every transaction, to eliminate 
duplicate operations through the com- 
bination of related forms, to maintain 
mechanical control over the accuracy of 
the work, to reduce the peak-load volume 
at the end of the month, and to get the 
customers’ statements out on time. 

Although the posting of a customer’s 
statement and ledger by machine is com- 
mon, the use of such equipment for 
accounts payable is not so well known. 
Mr. W. J. Hunter, controller of the 
Mabley & Carew Co., Cincinnati, has 
made a very successful application of 
accounting machine equipment to his 
accounts payable, and the forms shown 
were devised by him. 

Under this system the first machine 
operation takes place after the vendor's 
invoices have been checked as to quantity, 
price, terms, extensions, etc. Invoices 
covering merchandise purchases are segre- 
gated into a separate group from the 
expense items. 


Merchandise Purchase Record 


The merchandise items are entered on 
the Merchandise Purchase Record, made 
in duplicate, with an audit sheet, all of 
which are made at the same time. Each 
line entry is complete in itself, and is 
mechanically proved to be correct before 
the next line is written. The invoice 
cost and retail selling prices are instantly 
available for each invoice. 

It is of interest to note that the adding 
registers on the bookkeeping machine are 
placed over each column carrying a 
money amount, and each register is con- 
nected with a cross-computing register 
on the machine which functions auto- 
matically in either an adding or sub- 
tracting capacity, furnishing the comput- 
























































ing amount instantaneously. If a mis- 
take occurs, the mechanism and the 
operator cannot proceed until the error 
has been corrected. 

The purpose of the duplicate of the 
Merchandise Purchase Record is to give 
the buyer at the close of the month a re- 
port of the merchandise charged to his 
department. He is required to check 
the report for invoices charged in error 
to his department, retail selling amount, 
mark-up amount and percentage, after 
which he O.K.’s the sheet and either re- 
turns it to the controller’s office or to the 
merchandise manager’s office for future 
reference. The sheets are usually filed 
in a loose leaf binder device, arranged 
according to selling departments, for easy 
reference. 









































Expense Purchase Record 


Items of expense are first classified as 
to the account to be charged, recording 
the account number on the invoice or 
invoice apron. It is then entered on the 
Expense Purcliase Record. An auto- 
matic audit sheet made in conjunction 
with this entry furnishes in one machine 
operation a resumé of all entries, to- 
gether with visible proof of accuracy. 


Remittance Statements 


Purchase invoices for merchandise are 
then entered on the remittance state- 
ment, made in duplicate, with the usual 
audit sheet made at the same writing, 
the machine proving all total computa- 
tions. Expense invoices are handled in a 
similar manner, but not in the same run. 
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When the runs have been completed, 
all invoices being put through in batches, 
the entries on the Remittance Statements 


_ are proved against those that were made 


to the Merchandise and Expense Pur- 
chase Records, by means of the various 
audit sheets. The audit sheet bearing 
the totals of columns for entries on the 
Remittance Statements is compared with 
the total shown on the audit sheets made 
at the time of entry of the merchandise 
invoices on the Merchandise Purchase 
Record, and of the expense invoices on 
the Expense Purchase Record. When it 
is established that those totals agree the 
proper entries are made to the Accounts 
Payable Control account. 


Making Payment 


To avoid any possibility of duplica- 
tion the invoices are perforated with the 
words “Paid” or “Cancelled” after they 
have been checked against the Remit- 
tance Statement. It will be noted that 
this checking of the invoices against the 
entries on the Remittance Statement is 
done as soon as they are set up. 


The invoices are next filed alpha- 
betically in a “Paid Invoice File,” which 
serves in the place of the vendor’s ledger 
sheet. The Remittance Statements are 
filed according to their due dates. Those 
for invoices maturing from day to day 
are taken from the files, and passed for 
payment. The original copy of the Re- 
mittance Statement is detached and is 


sent with the check to the vendor. The 
check form is so drawn that the identical 
information appearing on the face of the 
check is recorded on the top section of 
the Remittance Statement and the check 
register, all of which is written and 
computed in a single operation. This 
completes the entry of the invoices and 
payment of them, and at the same time 
provides the office with an exact copy of 
the check and statement that were sent 
to the vendor. 


Some accountants prefer to have the 
Remittance Statement so drawn that the 
top half becomes the check, with a per- 
foration through the center of the form, 
so that the vendor may detach the check 
for deposit and file the lower section for 
his record of invoices paid to him. How- 
ever, this arrangement has, among others, 
the disadvantage of making it necessary 
either to type in the name of the bank, 
when banking with more than one, or to 
use a small sticker bearing the name of 
the bank. 

Mr. Hunter, it would seem, has elimi- 
nated every unnecessary operation and 
provided effectively for every essential 
one in his practical working plan. 


This particular application merely 
points out that the varied accounting re- 
quirements of a modern business organi- 
zation can be met efficiently through the 
elasticity of the present day bookkeeping 
machine. It illustrates but one of the 
possibilities of the machines, as applied to 
any type of accounting routine. 


Merchandising Problems 


Pricing Sale Merchandise 
James L. Fri 


HE Marlow Department Store, 

located in a large metropolitan area 
in the East, has an annual sales volume of 
approximately $16,000,000. This store 
caters to a medium and higher class of 
trade with a credit business of approxi- 
mately 50 per cent. During the last 


three or four years, the Marlow store has 
adopted the policy of holding semi-annual 


sales events lasting one week during 
which certain items of merchandise in 
each department are featured at con- 
siderably lower than the regular price. 
In order to insure that these special items 
are real values, the merchandise manager 
of the store urges the buyers to limit 
their mark-ups to 10 per cent. These 
special sale items are advertised through 





direct mail, newspapers and booklets dis- 
tributed within the store. The state- 
ments used are similar to the following: 
“Electric Irons, Sale price $3.95—Regu- 
larly $6.95.” After the sale, the store 
follows a very strict policy of marking 
the special items up to their regular price. 
By a close supervision over the values 
offered in the special item, the Marlow 
store has noticeably increased the con- 
fidence of its clientele in these semi- 
annual sales events. This fact is espe- 
cially emphasized by a study of the in- 
creasing ratio which is shown between 
the amount of business done in special 
sale items and in regular merchandise. 
During the first week that this type 
of sale was held, approximately 30 per 
cent of the business was in sale merchan- 
dise and 70 per cent in regular merchan- 
dise. This ratio has gradually increased 
until at the present time it is 55 per cent 
in sale merchandise and 45 per cent in 
regular merchandise. It is this increas- 
ing ratio which has caused the merchan- 
dise manager of the Marlow store to 
give serious consideration to the far- 
reaching effect of the policy. When the 
first event of this kind was held the sales 
of the store were noticeably increased and 
it was considered an excellent scheme for 
sales promotions. 
The merchandise manager is interested 
at the present time in two questions: 
(1) What is the far-reaching effect of 
offering merchandise to customers at a 
price noticeably below regular cost? 
(2) Does such a policy promote or 
retard the sale of regular merchandise? 


Reasons for Such Sales 


The sales promotion managers of stores 
using this type of sale present three 
specific arguments to justify it: (1) 
The specially priced merchandise attracts 
customers into the store resulting in the 
purchase of an increased amount of 
regular merchandise; (2) These special 
values, if consistently supervised so that 
they are real values, create a general im- 
pression of values throughout the store, 
thus increasing the good-will of the store; 
(3) New customers are attracted into 
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the store thus increasing the store’s clien- 
tele. Let us examine these arguments 
and see whether the ultimate effects of 
the sales bear them out. 

In stores in which this type of sale has 
been used, it has been usually found that 
the sale of regular merchandise has actu- 
ally been increased. This is to be ex- 
pected because the department store is 
primarily a shopping institution and an 
increase in traffic would have a tendency 
to increase sales. But, by a careful analy- 
sis as was shown in the case of the Mar- 
low store, the customers tend to buy an 
increasing percentage of sale merchan- 
dise. This would seem to indicate one of 
two things—that there is an increasing 
confidence in the values offered in the 
special sales or a decreasing confidence in 
the prices of the regular stock. Certainly 
a store should be interested in building 
up the confidence of its customers in the 
values offered in its regular merchandise. 
Sales promotion should mean the building 
up of the customers’ confidence in regular 
merchandise, however, rather than the 
selling of a large volume of merchandise 
during a sale week. 


Special Values and Good Sales 
Promotion 


Is not the policy of offering special 
values directly opposed to good sales 
promotion? It seems that this store by 
its advertising has built up sales resis- 
tance for regular merchandise by deliber- 
ately telling the customer that its regular 
prices have a wide margin. In the adver- 
tising cited above the store tells the cus- 
tomer that if she buys an electric iron 
at any time other than the sale week she 
will pay $3.00 more for it. Although 
the average customer realizes that the 
store must get a certain margin to cover 
cost of operation and net profit, this store 
has emphasized this margin and graphi- 
cally focused the customer’s attention 
upon it. In some sections of the country 
stores have spent a great amount of time 
and money in attempting to convince 
customers that the mark-up of the retail 
store is not high, yet the Marlow store, 
by this type of advertising, emphasizes 
the fact that a large portion of the money 
which the customer regularly pays for 
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this electric iron is a mark-up which the 
store gets. Does not the knowledge that 
regular merchandise bears a high mark- 
up build up sales resistance for it? The 
fact that each year more sale merchan- 
dise is purchased and less regular mer- 
chandise would seem to indicate that this 
is true. 

Why should a store deliberately create 
a margin between sale price and the price 
of regular stock unless a reason for the 
margin is given? Certainly if the margin 
is wide enough the customer will buy at 
the sale price but the more freely she 
buys the more reluctant she will be to 
pay the regular price. Such an adver- 
tising policy, of course, will sell mer- 
chandise, but it does not promote the 
sale of regular stock upon which the 
major portion of profits should be made. 

In seasonal merchandise, where a good 
reason is offered for the difference be- 
tween what the customer regularly pays 
and the special price, the psychological 
effect is not so detrimental to the store. 
It is in this class of merchandise that the 
practice of stating “regular” or “origi- 
nal” price and “special” price grew up 
and, inasmuch as a seemingly logical 
reason for the difference is price is given, 
less reflection is cast on the retailer’s 
regular price. The statement of the sales 
promotion manager that real special 
values will create a general impression 
of values throughout the store would 
seem, therefore, to be just the opposite 
of what actually happens. 

The third reason for these special sales 
is to attract new customers, to acquaint 
them with the values offered by the store 
and thus to increase the store’s clientele. 
Assume that new customers are attracted 
into the store because of the special values 
and that they make purchases which 
prove exceptional values. With what 
have these new customers become ac- 
quainted and of what does their good- 
will consist? Certainly they have not 
become acquainted with the store’s regu- 
lar merchandise and its values but rather 
with special sale merchandise. In fact it 
has been emphasized to them that if they 
buy regular merchandise they are not 
getting good values. 
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Conclusions 


It would: seem that the offering of 
merchandise at. a price stipulated to be 
decidedly below the regular price, with- 
out giving seemingly logical reasons for 
the lower price, results in building up 
sales resistance for the regular merchan- 
dise of a retail store. This type of adver- 
tising retards rather than promotes the 
sale of regular merchandise. It casts a 
reflection on the regular mark-up and 
deliberately focuses the attention of the 
customer upon a fictitious margin of 
“profit” which the store actually does 
not make. It is to counteract the idea of 
this fictitious “profit’”-—this misunder- 
standing of the retailers real profit—that 
stores are spending large amounts of 
money in advertising campaigns to edu- 
cate the customer. Real sales promotion 
means increasing the customer’s confi- 
dence in the regular stock carried in the 
department rather than the “selling of a 
large volume of merchandise at so much 
below regular price.” The average cus- 
tomer purchasing an electric iron in a 
retail store has a feeling that she is pay- 
ing something to the store to cover costs 
of selling. If, however, the special sale 
plan is followed, the customer is told 
that unless she waits for a special sale 
she is paying three or four dollars more 
on a seven dollar iron. 

If an item of merchandise is to be used 
as a “loss leader” to attract customers 
into the store, its value should be stated 
in such a way as not to build up sales 
resistance for the regular stock. The 
sales resistance for regular stock is, to a 
large degree, the result of the state- 
ments made by the store itself. We admit 
that our prices were high yesterday and 
will be high to-morrow in order to em- 
phasize that “to-day they are low.” The 
psychological effect of casting reflections 
on competitors’ prices is generally ad- 
mitted to be a short-sighted merchandis- 
ing policy, but to create in the customer’s 
mind a wide margin between special 
price and regular price in our own mer- 
chandise seems even more difficult to 


justify. 














Advertising and Commercial Art 


Commercial Art 


EuGENE BEAUPRE 


HIS paper will deal with only the 

first question that arises in connec- 
tion with Commercial Art and endeavor 
to arrive at a helpful definition and 
understanding of the term as applied to 
the department store. 


Nature of Comimercial Art 


What is commercial art? Let us go 
back a number of years. Art was Art 
with a capital “A.” The artist studied 
abroad, painted beautiful landscapes, 
portraits or groups, and such a person as 
the “commercial artist” was unknown. 
The so-called “commercial art” of that 
time, and for many years after, was con- 
sidered of no artisticimportance. It was 
a thing to be apologized for. 

Catalogues and magazines were illus- 
trated from wood-cuts. The wood- 
cutters, with the exception of a very few, 
were more artisans than artists. ‘Then 
came the chalk plate, which made it 
possible to reproduce line work, and soon 
after this photo-engraving appeared. 
With photo-engraving it became possible 
to reproduce black and white drawings, 
and within a short time pen and ink 
rendering was taking the place of wood- 
cuts. 

With the progress and improvement 
of photo-engraving, the term “com- 
mercial art” began to lose its unpleasant 
sting and ceased to be a belittling term 
used to voice the contempt of the artists 
who painted for those who had caused, 
as the painters claimed, the degeneration 
of Art. 

With the possibilities that half-tone, 
clean line cuts and the color processes 
offered, the first artists in the land began 
to enter the field of commercial art. 
This was because (1) they found that it 
required the most skilled draughtsmen to 
produce good work that would stand 
under the exacting demands of the 


camera and zinc, and thus their love of 
good work was satisfied and (2) the field 
offered sure remuneration. 

Many stories could be told of the 
arguments for and against commercial 
art, that were hotly waged before it was 
really recognized as an important sales 
educational factor in the affairs of the 
world. Today, it occupies a place almost 
as important as type itself in spreading 
news and conveying a message. In de- 
partment store activity, the art depart- 
ment, which is purely “commercial,” is 
one of the important phases of the-pub- 
licity work. It is often said by those re- 
sponsible for selling the merchandise, 
“Give me a good illustration in my 
— and I know the goods will 
sell.” 


Use of Illustrations 


Now, why do we use illustrations? 
Illustrations in advertising could be clas- 
sified as follows: (1) Those that attract 
attention; (2) those that create atmos- 
phere; (3) those that depict. 

Personally, I feel that only one kind of 
illustration justifies itself, and that is the 
illustration which actually depicts or 
illustrates the commodity advertised. 

Since we cannot send a sample of the 
goods to the customer’s home, we do our 
best to tell her about the merchandise by 
publishing a description in the newspaper. 
We draw a word picture to visualize 
our particular goods to the customer; to 
help the visualization, we draw a picture 
and endeavor to convey as best we can the 
features of the particular article. We 
use pen and ink because this medium is 
the one that is most successfully used. 

Apply the question, “Why was this 
illustration used ?” to any illustration you 


.see in advertising and discover for your- 
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self whether or not the answer comes 
under one of the three classifications just 
mentioned. 
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The Atmosphere Illustration 


Where there is a variety of styles, or 
a psychological advantage in showing the 
goods in action rather than the actual 
merchandise—such as a family scene 
rather than a fireless cooker or picnic 
hamper—then we use the “atmosphere” 
illustration. In an announcement of new 
bathing suits or beach apparel, we show a 
beach scene with the “goods in action.” 
In the case of an “opening” or exhibition 
of new fashions from Paris, where it is 
not possible or desirable to actually de- 
pict anyone of many individual styles, 
the illustration that attracts attention, 
that suggests the opening of the new 
season, that creates an atmospheré of 
formal social affairs and functions, is 
best for newspaper production. 

The influence of modern art on the 
advertising illustration has resulted in a 


decided departure from the serious at- 
tempt to depict the actual style or article 
advertised. In New York City where the 
customer is so versed in what is new, and 
is only awaiting the announcement of the 
last shipment, the illustration can go 
even to the extreme and be amusing, 
frivolous, or grotesque after the cubist 
manner, and still be quite in order. 

In fact, it might be said that the sin- 
cere attempt to do serious depiction in 
advertising illustration might be con- 
sidered old fashioned. But when all is 
said and done, the test of good convinc- 
ing commercial art comes when the mail 
is opened in the morning and letter after 
letter has the drawing enclosed, cut out 
and pinned to the corner, the letter read- 
ing: “Please send me this.” ‘This is con- 
clusive proof that the goods were sold 
direct from the illustration. 


Personnel 





Reducing Returns 


Guapys G. MILLER 


ERCHANTS are in business to 

make a profit. To do this, they 
must build good-will. For many years 
they have emphasized the satisfying of 
the customer. ‘This sentiment is ex- 
pressed in such phrases as ““The customer 
is always right,” “If you are not satis- 
fied; your money back,” “If our service 
pleases you, tell others; if not, tell us.” 
At the present time with every attention 
focused on the excessive cost of distri- 
bution, many have begun to wonder 
where service ends. The main thing 
under consideration is the policy in re- 
gard to returned merchandise. It has 
been many a store’s custom to take back 
merchandise for any reason whatever. 
In many cases, stores have sent merchan- 
dise on approval, knowing that the cus- 
tomer would return it. This practice, 
many feel, is a short-sighted one. It has 
taught the customer bad habits—habits 
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not beneficial to her and very bad for the 
store. It has increased the cost of mer- 
chandise to the consumer and increased 
the cost of handling this merchandise to 
the store. 

Returned goods require remarking, re- 
selling, rewrapping, and usually re- 
delivery. One store estimates that wagon 
calls alone average 2 per cent of the total 
delivery expense. Returned merchandise 
requires larger stocks to make up for ex- 
cessive depletion while approval mer- 
chandise is out «} the store. Mark-downs 
are made necessary because of extra 
handling and soiling. A large adjust- 
ment force is needed to help straighten 
out unnecessary tangles. 

To the progressive merchant the ques- 
tion arises, “Is this privilege a real service 
to the customer?” No one likes to wear 
a gown that someone else has worn. No 
one likes to feel that the articles she buys 








i 





as new have been used by strangers. 
Added to this, the customer loses much 
time in making a new choice and is handi- 
capped by stocks depleted by merchan- 
dise out on approval. 

Controllers, credit managers, and ad- 
justers are beginning to realize that this 
so-called service is indeed more of an 
evil than a blessing and have instigated 
investigations: first, to find out exactly 
how serious the custom is for the country 
at large; and second, to find what is the 
best remedy if it proves to be an evil. 


Volume of Returns 


Based on questionnaires sent out by the 
National Retail Dry Goods Association, 
and the New York University School of 
Retailing, and on a study of local con- 
ditions in Boston, Los Angeles, Cleveland 
and Indianapolis, some interesting fig- 
ures are here presented as to the propor- 
tion of returned goods to total sales. The 
general average of all returns to sales was 
11.55 per cent; the average of cash re- 
turns to total cash sales 4.62 per cent; 
of total C.O.D. returns to total C.O.D. 
sales 8.78 percent; of total charge re- 
turns to total charge sales 10.05 per cent. 
In scme metropolitan . areas where 
C.O.D.’s are more prevalent, the C.O.D. 
percentage is much larger than the above. 
But the figures are representative. 

What reasons do customers give for 
these returns? Ths merchants in Boston 
found that 70 to 75 per cent of the mer- 
chandise was returned for so-called cus- 
tomers’ reasons. These are, “Don’t 
want,” “Change of mind,” “Made new 
selection” and “Duplicate purchase.” 
On the other hand, 22 per cent of the re- 
turns could be classified as merchandise 
reasons, i. e, ““Wrong color,” “Wrong 
size,” “Sold on approval,” “Damaged in 
transit” and “Imperfect merchandise.” 

The questionnaires studied also showed 
other interesting facts. The departments 
which have the heaviest returns are, the 
ready-to-wear departments, men’s, 
women’s and children’s, and the home 
furnishings’ departments such as furni- 
ture, rugs and upholstery. One store had 
46.9 per cent returns in Oriental rugs, 
another had 27 per cent returns in up- 
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holstery. The largest percentage of re- 
turns in all of the combined stores was in 
the ladies’ waist department, with an 
arithmetical average of 28.04 per cent. 
The ready-to-wear department returns 
average between 21.34 and 25.88 per 
cent. 


Education of the Customer 


With these actual figures in mind, the 
stores realize they must cope with the 
problem. In different sections of the 
country steps have been taken to meet the 
issue. Definite action has been taken in 
Los Angeles, Boston, Cleveland, and 
Indianapolis. While the systems in each 
locality differ in minor details, the general 
plan is the same. The larger stores in 
each city organize, and a definite policy 
or code of ethics is drawn up, which 
applies to all stores in the organization. 
Time limits in which merchandise may 
be returned, ranging from 3 to 7 days, 
are set. Central bureaus are established 
which serve both as clearing houses for 
returns and as research offices for further 
co-operative work. Los Angeles has had 
its bureau in operation for two years. 
Each community is combating this evil 
through two methods: first, the educa- 
tion of the customer, and second, the 
education of the salespeople. 

If the customer lives in Boston, she 
receives a clever folder under such a 
caption as: “Take waste out of shop- 
ping. Buy Wisely.” Then facts such 
as $7,500,000 worth of merchandise is 
returned annually, the cast of $200,000 
is eventually paid by you’”’—are given so 
as to bring to the customer’s attention 
the knowlege that she is paying for the 
service she is demanding. 

As the bureau in Los Angeles is a little 
older, it probably has done the most con- 
structive work along this line. Here the 
adjusters, credit managers, and control- 
lers of the stores are organized and meet 
regularly. The adjusters compare notes 
on the types of merchandise most often 
returned. In one instance, they found 
that they were all handling defective 
merchandise from one manufacturer. In 
other instances, they found that much 
was returned because the customer did 
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not know how to care for the merchan- 
dise. Leaflets were printed and en- 
closed in all packages from all stores to 
acquaint the customer with the proper 
procedure. 

The credit managers co-operated by 
supplying the bureau with such infor- 
mation as was required. For instance, 
at the end of the first year the names of 
all customers returning 50 per cent of the 
merchandise bought were sent to the 
bureau. Ina case where the same person 
had committed the same offense in three 
stores, a “no name” letter (one in which 
the stores reporting are not mentioned ) 
was sent out by the bureau, calling atten- 
tion to the fact. In 90 days another 
check was made on this person. If the 
condition still existed, her credit was 
stopped in all the stores in the organiza- 
tion. 

One low price store in New York keeps 
track of all excessive C.O.D. returns. 
Upon investigation, if a large amount is 
returned, a letter is sent out calling the 
customer’s attention to the fact, asking 
her continuously to be more careful and 
stating that the low mark-up which the 
goods carry will not warrant the addi- 
tional expense. If the practice is con- 
tinued, she is written the second time 
that the store cannot afford to do busi- 
ness with her and that henceforth no 
deliveries will be made. 


Education of Salespeople 


It is not enough to direct attention to 
the education of the customer. Many 
times the store is at fault. Therefore, 
the stores have also developed many new 
educational features and a much more 
thorough check within their own organi- 
zations. The selling force is trained in 
a better understanding of color and buy- 
ers are required to be most particular in 
the sizing of garments. Some stores re- 
quire all section managers to O. K. all 
approval merchandise. Boston stores re- 
port to each individual salesperson her 
returns for the previous years and her 
returns for this year in proportion to 
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her gross sales. Each is taught that a 
sale well made will not be returned. 
The stuffing of books to make a good 
showing, especially the sending of fake 
C.O.D. sales, is frowned upon, and if 
actually proved is proper reason for dis- 
missal. 

By such methods Los Angeles has re- 
duced the returns from 12 and 15 per 
cent to 8 per cent. It is too soon to check 
on the other cities but it is felt that they 
too will be successful. 


The Remedy 


Close study of this evil proves that 
the remedy is in: 

(1) Education of the customer. 

(2) Education of the salesforce. 

(3) A stricter store policy. 

(4) A united stand by all stores. 

(5) Wherever possible, a central 
clearing house or bureau. 

To these five steps should be added a 
more definite department check on the 
goods returned. In the writer’s survey 
of the stores in the New York metro- 
politan area, the check was found very 
accurate until the goods reached the de- 
partment. Then it stopped. The goods 
were returned to the shelves in a very 
inefficient manner. It was difficult to 
determine how much returned merchan- 
dise actually required immediate mark- 
downs. A closer check should be made 
on cut goods. Generally nothing less 
than five yards should be taken back and 
possibly nothing less than ten. Two or 
three yard lengths eventually find them- 
selves on remnant tables with a 50 per 
cent mark-down. If a buyer or assistant 
buyer is asked about returns to his de- 
partment, he is not vitally interested. 
“Qh, it doesn’t amount to much,” is a 
common reply. It is doubtful if he 
really knows just how much it does 
amount to. Each department closely re- 
flects the nature of the buyer. If he 
holds to a strict return policy, each 
salesperson will be much more careful in 
his selling policy. 











New Books on Retailing 


During the last four years, members of 
the faculty of the School of Retailing 
have been conducting research, gathering 
and analyzing retailing facts. After re- 
peated successful presentation in the 
classroom, this material has been put into 
the form of three books that have just 
been published by Prentice-Hall, Inc., 
New York City. 

“Retail Buying,” by Dr. Norris A. 
Brisco and Assistant Professor John W. 
Wingate deals with the fundamental 
principles underlying what, when and 
how much to buy in order to success- 
fully perform the buying function. This 
necessitates a study of customer demand, 
a survey of markets, and a scientific con- 
trol of stock. Special attention is given 
to the technique of buying, such as mark- 
up, mark-down, discounts, stock turn, 
and other factors that assist in keeping 
lines complete, in stimulating sales, and 
in preventing waste. 

“Retail Receiving Practice” by Brisco 
and Wingate is a thorough study of one 
aspect of a department store’s operation, 
namely, the receiving function. The 
following topics are covered: the organi- 
zation of the receiving department, the 
receipt, the checking, the marking, and 
the distribution of merchandise, the con- 
trol of invoices, the handling of returns 
and traffic problems, the handling of 
personnel problems and methods of sta- 
tistical control. The most modern prac- 
tices are fully presented and conflicting 
methods and opinions are carefully 
weighed. The time will doubtless come 


24 


when every non-selling department will : 
be studied as has been the receiving — 
It is in such exhaustive — 


department. 
studies of each phase of operation that 
there lies the greatest hope for the elim- 
ination of waste and the lowering of 
distribution costs. 

“Retail Merchandising, Planning and 
Control” by Associate Professor James 
L. Fri, is a study of scientific merchan- 
dising practices and of merchandising 
problems. As stated in the author’s pre- 
face, ““This book is written with the idea 
of helping the reader recognize and un- 
derstand sound principles underlying the 
successful operation of a retail store. It 
is meant to appeal to those interested in 
the problems of merchandising whether 
they be in the classroom or in the store. 
It is felt that successful retail merchan- 
dising practices can be analyzed and the 
underlying principles presented in such 
a way as to make it more nearly approach 
a science. In presenting the material of 
this book, no attempts have been made 
to arbitrarily designate good or bad 
practices but rather to show how differ- 
ent practices may be treated and logical 
conclusions drawn. The idea is to show 
how the problems may be solved rather 
than to present their solution. With 
this end in view each chapter is supple- 
mented with specific problems taken from 
actual practice, which call forth a clear 
understanding of the principles discussed 
in the text, thus combining text and case- 
method of presenting the subject.” 











